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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as amended,
is to protect the integrity of the Department of Health and Human Services (HHS) programs, as well as
the health and welfare of beneficiaries served by those programs. This statutory mission is carried out
through a nationwide network of audits, investigations, and inspections conducted by the following
operating components:

Office of Audit Services

The OIG's Office of Audit Services (OAS) provides all auditing services for HHS, either by conducting
audits with its own audit resources or by overseeing audit work done by others. Audits examine the
performance of HHS programs and/or its grantees and contractors in carrying out their respective
responsibilities and are intended to provide independent assessments of HHS programs and operations in
order to reduce waste, abuse, and mismanagement and to promote economy and efficiency throughout the
Department.

Office of Evaluation and Inspections

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and program
evaluations (called inspections) that focus on issues of concern to the Department, the Congress, and the
public. The findings and recommendations contained in the inspections reports generate rapid, accurate,
and up-to-date information on the efficiency, vulnerability, and effectiveness of departmental programs.

Office of Investigations

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative investigations of
allegations of wrongdoing in HHS programs or to HHS beneficiaries and of unjust enrichment by
providers. The investigative efforts of Ol lead to criminal convictions, administrative sanctions, or civil
monetary penalties. The Ol aso oversees State Medicaid fraud control units which investigate and
prosecute fraud and patient abuse in the Medicaid program.

Office of Counsel to the Inspector General

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, rendering
advice and opinions on HHS programs and operations and providing all legal support in OIG’s internal
operations. The OCIG imposes program exclusions and civil monetary penalties on health care providers
and litigates those actions within the Department. The OCIG also represents OIG in the global settlement
of cases arising under the Civil False Claims Act, develops and monitors corporate integrity agreements,
develops model compliance plans, renders advisory opinions on OIG sanctions to the health care
community, and issues fraud alerts and other industry guidance.




EXECUTIVE SUMMARY

OBJECTIVE

To assess the Ryan White CARE Act Title | and Title 11 grantees monitoring of subgrantees.

BACKGROUND

The Senate Finance Committee asked the Office of Ingpector Generd (OIG) to review the
Hedth Resources and Services Adminigration’s (HRSA) oversght of Ryan White
Comprehensive AIDS Resources Emergency (CARE) Act Titlel and Title |1 grantees and
grantees oversight of their subgrantees. Hereinafter these grantees are referred to as Title |

and Title 1l grantees. As part of this request, the Committee asked OIG to aso initiate audits of
select grantees and subgrantees.

The CARE Act provides funding to develop, organize, coordinate, and operate effective and
cog-efficient hedlth care and support services to medicaly underserved individuas and families
affected by HIV/AIDS. Titlel and Title Il are the largest programs and are the focus of this
ingoection. Title | provides emergency rdief grantsto eigible metropolitan areas for
community-based HIV-related services, and Title Il provides grantsto States, the Didtrict of
Columbia, and territories to improve the qudity, availability, and organization of hedlth care and
support services. These services are provided directly through hedlth department programs
and through contracts with for-profit and non-profit subgrantees who apply for and receive
funds directly from the grantees.

Toassess Titlel and Title I grantees monitoring of subgrantees, we reviewed documents for
fiscal year 2000 for 5 subgrantees from 20 Title | and Title Il grantees, for atota of 100
subgrantees. We dso interviewed the 17 project officers responsible for these grantees, HRSA
program officias, and the 20 grantees that represent 38 percent of dl Title | funds and 41
percent of dl Title Il funds. Thisreport isacompanion report to Monitoring of Ryan White
CARE Act Title | and Title 11 Grantees, OEI-02-01-00640.

FINDINGS
Grantees’ monitoring of subgrantees is limited

Fifteen of the 20 selected grantees did not have comprehensive documentation to demondrate
that they are monitoring their subgrantees sysematicaly. These grantees did
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not have each of the three key documents (a contract or formal agreement, a program report,
and afiscd report) needed to monitor for al 5 of their subgranteesin fiscal year (FY) 2000.
Further, not al grantees had each of these documentsfor dl five subgrantees. Twelve grantees
had a program report, 9 grantees had afiscal report, 13 grantees had a contract or formal
agreement, and 4 grantees had a site visit report for al 5 of their subgrantees.

Nevertheless, grantees are aware of some subgrantee problems

Despite limited monitoring, grantees have identified some problems that their subgrantees are
facing. Based on our document review, the 20 selected grantees had evidence of issuesfor 78
of the 100 subgrantees. Ten of these subgrantees had audits that included findings. A totd of
19 subgrantees had corrective action plans that address a specific issue. Despite identifying
subgrantee issues, grantees emphasize that they do not have serious concerns with any of their
current subgrantees.

HRSA does not always require grantees to report how they monitor subgrantees,
and HRSA does not systematically monitor grantee oversight of subgrantees

HRSA requires grantees to describe how they monitor their subgrantees in the grant

goplication. However, HRSA does not require grantees to provide monitoring information in all
ingtances. For example, HRSA does not require monitoring information for Title |1 granteesif
the information has not changed since the last gpplication. Further, HRSA does not appear to
use the information that Title| or Title Il grantees provide in order to monitor grantees
oversight of subgrantees. Further, one HRSA officid notes that they do not see monitoring
grantees oversight of their subgrantees as part of HRSA’ s responsibility, and that relying on the
signed assurances from grantees is adequate.

RECOMMENDATIONS

The findings are based on documents from 100 subgrantees from 20 grantees. These 20
grantees receive 38 percent of dl Title | funds and 41 percent of dl Title Il funds. The
incongstencies in monitoring that we found with the grantees reviewed suggest thet Title | and
Title 1l grantees monitoring of subgrantees needs to be strengthened. We are aware that since
this ingpection was conducted, HRSA has consolidated its grants management offices,
relocated most Title 11 monitoring responsibilities from regiona offices to headquarters, and
redefined the Office of Field Operations as the Office of Performance Review. These changes
may better position the agency to address the following recommendations. Specifically, we
recommend that HRSA:

. Set gandards for grantees monitoring of subgrantees that, at a minimum, require a
contract or formal agreement, a program report, and afisca report, and some
condderation of regular Ste vigits
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. Require grantees to report how they monitor their subgrantees in accordance with these
Standards as part of every gpplication

. Increase efforts to monitor grantees’ oversight of subgrantees, including using
information grantees report to HRSA regarding subgrantee activities

Agency Comments

We received comments on our draft report from HRSA. The full text of these comments can
be found in Attachment D. HRSA concurs with al but one of our recommendations, and adds
that significant adminigtrative changes have occurred since thisingpection was conducted.
These changes may better position the agency to address the grantee monitoring activities
discussed in this report.

HRSA did not fully concur with the origind OIG recommendation as it appeared in our draft
report and required grantees to report how they monitor their subgrantees as a part of every
annud application. In its comments to the Inspector Generd, HRSA reports that sarting with
the fisca year 2004 grant guidance, they will require Title 11 grantees to submit a
comprehendve application every other year instead of annudly. As such, we have reworded
this recommendation to reflect this new policy, and now recommend that HRSA require
grantees to report subgrantee monitoring information in every goplication.
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INTRODUCTION

OBJECTIVE

To assessthe Ryan White CARE Act Title | and Title Il grantees monitoring of subgrantees.

BACKGROUND

In aletter dated August 2001, the Senate Finance Committee asked the Office of Inspector
Generd (OIG) to review the Hedlth Resources and Services Adminigtration’s (HRSA'S)
oversgght of Ryan White Comprehensive AlDS Resources Emergency (CARE) Act grantees
and grantees overdgght of their subgrantees. News accounts have highlighted severa instances
of questionable spending by grantees and subgrantees that are now subject to Federa and
State investigations. As aresult, the Committee is concerned that HRSA does not appear to
exert clear and consigtent oversight over its CARE Act grantees, nor require, or otherwise
monitor, grantees oversight of their subgrantees.

As part of this request, the Committee asked OIG to aso initiate audits of select grantees and
subgrantees. The purpose of these audits is to evauate grantees adminigtration of Title | and
Title Il grant funds and their oversight of subgrantees, and to assess subgrantees’ fiscal

capability and performance.

The following report focuses on the Title | and Title Il grantees monitoring of subgrantees. Itis
a companion report to Monitoring of Ryan White CARE Act Title | and Title 11 Grantees
OEI-02-01-00640, which focuses on how HRSA monitors Title | and Title Il grantees
programmatic performance. We organized these reports in thisway, as opposed to by Title, to
better respond to the Senate Finance Committee’ s two-part request, and because the overal
findings apply to both Title | and Title 1.

The CARE Act

The CARE Act (Pub. L. 101-381) was passed in 1990, and reauthorized in 1996

(asPub. L. 104-146) and in 2000 (as Pub. L. 106-345). The legidation provides funding to
States and other public and nonprofit entities to develop, organize, coordinate, and operate
effective and cogt-€efficient hedlth care and support services to medically underserved
individuas and families affected by HIV/AIDS. The CARE Act digtributes resources to
various entities under four Titlesand Part F. Titlel and Title Il are the largest programs and are
the focus of this ingpection.
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Titlel

Title | provides emergency rdlief grantsto digible metropolitan areas disproportionately
affected by the HIV/AIDS epidemic. The Title I grantee isthe Mayor or chief eected officid.
Thisofficid typicaly designates adminigrative authority for the CARE Act to the city or county
hedlth department, which may aso be called the grantee. The grantee designates a planning
council that is respongible for prioritizing the dlocation of funds and makes avards to
subgrantees according to the planning council’ s decisions.  Subgrantees may include hospitals,
community-based organizations, hospices, ambulatory care facilities, community hedth centers,
migrant health centers, homeless hedlth centers, and substance abuse trestment and mental
health programs.

Title| funding includes formula and supplementa components. Formula grants are awarded on
the estimated number of people living with AIDS in the digible metropolitan area over the most
recent 10-year period. Supplementd grants are awarded competitively based on a
demondiration of severe need and other criteria Infiscd year (FY) 2001, 51 digible
metropolitan areas in 21 States, Puerto Rico, and the District of Columbia were awarded $604
million in formula and supplementd funds.

Titlell

Title I provides grants to States, the Didtrict of Columbia, and the territories to improve the
quality, availability, and organization of hedth care and support services for individuas and
familieswith HIV/AIDS. The grantee for Title 1l isthe Governor, and the administrative agency
is the State Department of Health, which may aso be the grantee. States digtribute Title Il
funds to subgrantees, which are typicdly public or non-profit providers and community-based
organizations. The grantee distributes funds ether directly or through consortiathat are
responsible for prioritizing Title 11 fundsin their area. In FY 2001, the States, the Didtrict of
Columbia, and the territories were awarded $345 miillion in Title |l grants.

A portion of each State' s Title 11 funds must be used to establish an AIDS Drug Assistance
Program (ADAP) to provide medications to low-income individuas with HIV/AIDS and their
families. In FY 2001, the ADAP portion of the Title || award totaled $571 million.

Federal Oversight

The HIV/AIDS Bureau in HRSA is respongble for implementing Title | and Titlell. Prior to
December 2002, these programs were managed differently. The Bureau’s Division of Service
Systems was responsible for monitoring and oversight of Title | granteesand ADAP. The
Office of Field Operations, which included the 10 regiond offices, was responsible for Titlel|
grantees as well as other grants (see Figure 1 and Appendix A).
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Figure 1: Monitoring Responsibilities
(Regiond Respongihility Itaicized)

CARE Act Program

Responsibility Titlel Titlell Titlell ADAP
Program Monitoring Divison of Office of Field Divison of Service
Service Systems - | Operations - Systems -
Project Officer Project Officer Representative

F-iscal Monitoring Divison of Service Sysems - Grants Management Officer

In January 2003, HRSA announced that the Bureau’ s Division of Service Systemswould be
responsible for both Title | and Title 1. The Office of Field Operations, which had
responsibility for Title |1 grantees, became the Office of Performance Review, and now serves
asthefoca point for reviewing and enhancing performance of HRSA-supported programs.

Monitoring Requirements

Federd regulations and guidelines describe grantees responghilities for overseeing the ectivities
of their subgrantees. The OMB Circular A-133 sets forth responsibilities for pass-through
entities, including grantees. Recipients of Federd grants funds are required to: “Monitor the
activities of subrecipients as necessary to ensure that Federal awards are used for authorized
purposes in compliance with laws, regulaions, and the provisions of contracts or grant
agreements and that performance goals are achieved.”

Program Monitoring. According to 45 CFR § 92.40, grantees must monitor grant and
subgrant-supported activities to assure compliance with gpplicable Federd requirements and
that performance gods are being achieved. Performance reports contain a comparison of
actua accomplishments to the objectives established for the period, cost per unit, if helpful, and
reasons for dippage if established goas are not met. Reports must aso contain additional
information including, when gppropriate, anaysis and explanation of cost overruns or high unit
costs.

Fiscal Monitoring. According to 45 CFR § 92.20, grantees and subgrantees must maintain
records that adequately identify the source and gpplication of funds provided for financialy-
assigted activities. These records must contain information pertaining to grant or subgrant
awards and authorizations, obligations, unobligated balances, assets, liahilities, outlays or
expenditures, and income.

Federal regulations also require that accounting records be supported by such source
documentation as cancedlled checks, paid hills, payrolls, time and attendance records, and
contract and subcontract award documents. Also, the awarding agency may review the
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adequacy of the financid management system of any applicant for financia assstance as part of
apreaward review or at any time subsequent to the award.

Awarding and Monitoring Subawards Under Federal Grants atraning manua used by
Federd grants personnd, further suggests three documents that the grantee may use to monitor
subgrantee progress: the contract (also called the subaward document), the progress report,
and the financid report. Specificdly, it dates:

. The subaward document forms a basdline for ng subrecipient performance and
compliance (Chapter 5.1)
. The program report is the primary means of communication between the subrecipient

and the pass-through entity program staff. The progress report’s main functionisto
explain the subrecipient’ s progress (or lack thereof) toward achieving the goals
established in the approved application (Chapter 6.3.1)

. The financid report should aways be read in conjunction with progress reports
covering the same period to ensure the two match up (Chapter 6.3.2)

This manua aso includes dte vidts as amechanism that agencies can use to monitor
ubrecipients. Specificdly, Ste vists determine compliance or noncompliance with the terms
and conditions of the grant award, verify information recelved in reports, and provide an
opportunity to counsd the subrecipient in ways to remedy deficiencies (Chapter 6.2).

OIG Oversght Framework

As part of itsfocus on grants oversight, OIG has developed an oversight framework that
establishes monitoring fundamentals for Federa grants (see Appendix B). Thisframework is
based on the Grants Adminigtration Manua and Awarding and Monitoring Subawards
Under Federal Grants. The framework focuses on four areas. (1) requirements developed
by the operating division that address program and financial progress; (2) reports generated by
the grantee that are collected by the operating divison; (3) review and verification of report
information; and (4) enforcement authority used by the operating divison to address identified
issues. We used this framework to assess HRSA's oversight of the Title | and Title 11 grantees.

METHODOLOGY and ANALYSIS

To assess Title | and Title 11 grantees monitoring of subgrantees, we compared how grantees
are monitoring their subgrantees to the training manua guiddines, Federd requirements, and our
oversght framework. We present our findings for Title | and Title 11 together, because grantees
from both Titles are expected to monitor their subgrantees smilarly, and because the generd
findings gpply to both Titles. We highlight differences between Title | and Title 11, when
appropriate. Note that for the purposes of this report, we use the term subgrantees to refer to
all sub-awardees of a grantee.
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We collected information about how Title | and Title Il grantees monitor subgrantees from
several data sources: (1) areview of documents of 100 subgrantees from 20 grantees, (2)
interviews with these 20 grantees, (3) interviews with the 17 project officerswho are
responsible for these grantees, and (4) interviews with HRSA program officids.

Selection of Grantees

Thisingpection is based on 10 Title | and 10 Title I grantees. We sdected these grantees
based on severd factors. Specifically, we ranked each grantee according to funding level and
grant longevity, and sdected 5 grantees that were in the upper 10 and 5 in the lower 10 for
each factor and from each Title. Further, we aimed to select at least one grantee from each
areawhere HRSA has aregiond office. We aso included an igible metropolitan areaand its
corresponding State for haf of the grantees, and we made an effort to minimize our overlap
with the grantees that were selected by the Office of Audit Services. We did not sdlect the
grantees based on their performance. In total, the 20 selected grantees represent 38 percent of
Title | funds and 41 percent of Title Il funds. They include the following:

Titlel Titlell
Los Angeles, CA Cdifornia
Atlanta, GA Georgia
Minnegpolis, MN Minnesota
Philadelphia, PA Pennsylvania
New York, NY New Y ork
Kansas City, MO Alabama
West Palm Beach, FL Massachusetts
Norfolk, VA New Mexico
Sesattle, WA South Carolina
Las Vegas, NV Utah

To sdlect the 100 subgrantees, we asked each grantee for alist of dl of their subgrantees. We
then salected 5 subgrantees from each grantee for atotal of 100 subgrantees. When possible,
we sdalected two subgrantees that had been identified by the grantee as having a concern or a
corrective action plan in place. We aso took into consideration that Title |1 grantees may rely
on consortia to monitor subgrantees. In these cases, we sdlected two of the grantees consortia
and selected atotd of five subgrantees from them.

Document Review

We reviewed key documents to assess grantees monitoring of subgrantees. To do this, we
requested documentation for FY 2000 from each grantee or consortium for the 5 selected
subgrantees. We specifically requested copies of any contracts or forma agreements, program
reports, fisca reports, Ste vigt reports, audits, and any other
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documentation used to monitor subgrantees. We aso asked for any existing corrective action
plans. We reviewed these documents using a structured instrument and analyzed them using a
datistica analyss software program (SAS).

Interviews

We conducted interviews with the 20 selected Title | and Title 11 grantees. We asked each
grantee about how they monitor their subgrantees, and how they identify and address
subgrantee issues. We conducted interviews with consortia when the grantee relied on them to
monitor subgrantees. These interviews were completed between March and May 2002.

We aso conducted interviews with the 17 project officers who were responsible for monitoring
the 20 sdlected grantees. Intotd, at the time the ingpection was conducted, there were 12 Title
| project officers and 30 Title Il project officers! Eight of these project officers that we
interviewed were from Title |, and nine were from Title 1. These project officers were
respongble for monitoring atota of 38 of dl 51 Title | granteesand 21 of dl 54 Titlell
grantees. In our interviews, we asked project officers how they monitor their grantees and

subgrantees, and how they identify and address any issues. We conducted these interviewsin
April 2002.

Findly, we interviewed key program officids a the HIV/AIDS Bureau and at the former Office
of Fidd Operations. These interviews provided mostly background information about Title |
and Title 1l and how the programs are administered. We conducted these interviewsin
December 2001.

Standards

We conducted this ingpection in accordance with the Quality Standards for Inspections
issued by the President’s Council on Integrity and Efficiency.

1 These numbers are based on the information provided by the HIV/AIDS Bureau as of November 2001.
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FINDINGS

Grantees’ monitoring of subgrantees is limited

We found that 15 of the 20 sdected grantees did not have comprehensive documentation to
demondtrate that they are monitoring their subgrantees systematicaly. We determined that
three key documents, a contract or formal agreement, a program report, and afisca report
would provide minimum monitoring information. These grantees did not have dl three
documents needed to monitor their five sdected subgrantees, and two of these grantees did not
have dl three documents for any of their five subgrantees. Grantees did not have these 3
documents for atota of 41 of the 100 subgrantees that we reviewed (see Appendix C).

Program reports. Not al grantees had program reports for each of their subgrantees.
Specifically, 2 of the 20 grantees did not have a program report for any of their 5 subgrantees
that we reviewed (see Figure 2). Another Sx grantees did not have such documentation for
between one and four of their subgrantees. In tota, program reports were missing for 23 of the
100 subgrantees. Program reports commonly included goas and objectives, client
demographics, client and service utilization data, and program narratives. Without a program
report, the grantee cannot monitor the extent to which subgrantees have met program goas and
objectives, nor can the grantee detect problems early.

Figure 2: Granteesthat Did Not Have Program Reports

Number of Subgrantees Missing Reports

Five Four Three Two One

Number of granteesthat did not
have all program reports (n=20)

Source: OEl Documentation Review, 2002

Even though not dl had program reports for their subgrantees, al 20 sdected grantees report
that they require their subgrantees or consortia to submit program reports at least quarterly.
Grantees commonly report that they use program reports to track subgrantees progress
toward meeting goals and objectives. They aso reconcile program reports with the
subgrantees fiscal reports and assess whether the subgrantee is performing at the level stated in
their contract. Three mention using program reports to assess technical ass stance needs, and
one adds that they use them to gather information on barriers and accomplishments.

In addition, grantees report that they require subgrantees to submit data on client characteristics
and sarvices rendered. Grantees then compile the data for the Annua
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Adminigtrative Report that they are required to submit to HRSA. Not al grantees report using
the data to monitor subgrantees. Fifteen of 20 grantees use the data to help make funding
decisons or to track clients and services. Grantees do not typicaly provide the datato their
subgrantees to help them gauge their own performance.

Fiscal reports. Not al grantees had fisca reports for each of their subgrantees (see Figure 3).
Eleven grantees did not have afiscd report, invoices, or vouchers for between one and four of
their subgrantees. In tota, fisca reports were missing for 20 of the 100 subgrantees. Fisca
reports most commonly included spreadsheets that matched expenditures with proposed
budgets as well asinvoices and vouchers. Without the subgrantee fiscal reports, the grantee
cannot track whether expenditures are consistent with performance and correspond to the
approved agreement.

Figure 3. Granteesthat Did Not Have Fiscal Reports

Number of Subgrantees Missing Reports

Five Four Three Two One

Number of granteesthat did not
have all fiscal reports (n=20)

Source: OElI Documentation Review, 2002

Even though grantees could not supply fisca reports for each of their subgrantees, dl 20 of the
grantees report that they require their subgrantees to submit fiscal reports and/or invoices.
Sixteen of the 20 grantees require subgrantees to submit fiscal reports dong with the
accompanying invoices. The remaining four grantees require subgrantees to submit either
invoices or afisca report. Most grantees (16) require fisca reports on amonthly basis or
quarterly basis. They use these reportsto track subgrantees fisca performance by matching
their expenditures to the proposed budgets that they submit at the start of the grant cycle.
Grantees dso use fiscd reports to monitor overspending and underspending, and whether funds
are being digtributed in atimely manner.

Formal agreements. Not al grantees had a contract or forma agreement for each of their
five subgrantees that we reviewed (see Figure 4). Seven grantees did not have a contract or
agreement for between one and four of their subgrantees. In totd, grantees did not have such
documentation for 14 of the 100 subgrantees. Of the grantees with documentation, 80 of the
100 subgrantees had a contract, contract renewal, or contract amendment, and 6 had a notice
of award or memo of understanding. Without a contract or forma agreement, the grantee
cannot ensure that the subgrantee is meeting program requirements.
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Figure 4: Granteesthat Did Not Have Contracts or Formal Agreements

Number of Subgrantees Missing
Reports

Five Four Three Two One

Number of granteesthat did not
have all contracts (n=20)

Source: OElI Documentation Review, 2002

Even though not dl grantees had a contract or forma agreement for al five of their subgrantees,
grantees commonly report that they use the contract to monitor subgrantees program and fisca
performance. They mention matching expenditures to proposed budgets included in the contract
agreement. They aso report using the contract to ensure that subgrantees are adhering to the
required administrative caps, that subgrantees are serving only eligible clients, and that
subgrantees are meeting the payer of last resort requirements.

Sitevisits. Inaddition to three key documents necessary for subgrantee monitoring, we aso
determined whether grantees conducted site visits of subgrantees. We found that not all
grantees had dite vigt reports for each of the five subgrantees that we reviewed (see Figure 5).
Three of the 20 grantees did not have a Ste visit report documenting thet they visted any of their
5 subgrantees. Another 13 grantees could not document Site visits for between 1 and 4 of their
subgrantees. In tota, grantees did not have site visit reports for 42 of the 100 subgrantees.
Without a routine Site visit and the accompanying documentation, the grantee cannot verify the
program and fisca information submitted by the subgrantee during the grant cycle.

Further, our review of the Site visit reports that grantees submitted shows that grantees conduct a
wide range of activities on-gte. Grantees may review subgrantees records, including financia
statements and program objectives, conduct chart reviews and/or desk audits, meet with
directors and program staff and/or clients, hold discussions with grantees about barriers and
accomplishments, or assess technica assistance needs.

Figure5: Granteesthat Did Not Have Site Visit Reports

Number of Subgrantees Missing
Reports

Five Four Three Two One

Number of granteesthat did not
have all site visit reports (n=20)

Source: OElI Documentation Review, 2002
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When questioned about Site visits of subgrantees, 15 of the 20 selected grantees report that
they conduct Ste vistsa least annudly. Severd note that they aim to do this, but that it is
difficult. Asone grantee notes, they were only able to vist agencies with problems last year,
not the “great job” agencies. Thirteen of the 20 grantees report that they review client records
and fiscal records on-site to monitor subgrantees. Additiondly, 17 grantees report that they
conduct non-routine Site visits of grantees. They use these visits to attend meetings, assess
technical assstance needs, respond to grantees concerns, and follow up on any issues.

Close Contact. Wefound that al 20 grantees believe that their monitoring of subgranteesis
effective. They attribute their effectiveness to having strong relationships and close contact with
their subgrantees. Ten grantees report meeting with subgrantees and/or consumers at least
quarterly. One grantee noted that the community is relaively small, and subgrantees do not
hestate to cal. Ancther two grantees commented that they are very involved and consult with
their subgrantees on adaily basis.

Nevertheless, grantees are aware of some subgrantee problems

Despite limited monitoring, grantees have identified some problems that their subgrantees are
facing. Based on our review of the documents, the 20 selected grantees had evidence of issues
for 78 of the 100 subgrantees. We are not able to determine whether grantees had evidence of
al problems that subgrantees were facing, but we do know that when grantees were monitoring
they were aware of and documented some issues.

Specificaly, grantees had corrective action plans that address specific issuesfor 19 of the 100
selected subgrantees. Grantees had audits that included findings for 10 of the 100 subgrantees.
Grantees had program, fiscd, and Ste visit reports that highlighted issues for other subgrantees.
Examples of the issues that were identified include inadequate saffing, late submission of
required documents, failure to maintain accounting records on a current basis, and falure to tag
fixed assets with a unique identification number that alows them to be tracked by auditors.
Issues that generated a corrective action plan included redlocation of funds following client
complaints, missing sgnatures, and triple-billing for services.

Despite identifying subgrantee issues, grantees emphasize that they do not have serious
concerns with any of their current subgrantees. When asked about whether they have had any
serious issues with any of their subgrantees, grantees note that only eight of all their current
subgrantees have ever had a seriousissue. Additiondly, four grantees report ever having
suspected any of ther subgrantees of misuse. This misuse includes insufficient documentation,
payment for ingppropriate services, poorly tracking personnd time, and a double set of books.
All four took action in response, and two resulted in funds being rembursed.

Grantees dso gppear to rarely have taken action againgt subgrantees that are not meeting
program requirements. Our document review shows that 1 grantee terminated a subcontract
with only 1 of the 100 selected subgranteesin FY 2000 for failing to submit required
documentation. When asked if they had ever taken any enforcement actions
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agang agrantee, five grantees report terminating subgrantee contracts for failing to meet
contract gods. Three grantees report having drawn down the amount a subgrantee can expend
each month as ameans of corrective action. Six have withheld payment or disallowed payment
as ameans of ensuring compliance. Other actions that have been taken include terminating the
executive director, increasing the frequency of ste vists, and moving a subgrantee from unit-
cost payment to reimbursement.

HRSA does not always require grantees to report how they monitor
subgrantees, and HRSA does not systematically monitor grantee
oversight of subgrantees

HRSA dlows Title | and Title 1l grantees to establish their own standards for how they monitor
their subgrantees, provided they adhere to Federa requirements. Grantees are required to
describe how they monitor their subgranteesin the Title-specific grant gpplication. Grantees
are also required to submit signed assurances as part of the application, and HRSA relies on
these assurances to ensure grantees are adhering to application guiddines.

However, HRSA does not require grantees to provide monitoring information in al instances.

In FY 2002 Title | guidance, HRSA required grantees to describe their monitoring of
subgrantees in order to gpply for the supplemental portion of the grant only. In FY 2002 Title
[l guidance, HRSA required grantees to describe their fiscal and program monitoring only if
the information has changed since their last submission.

HRSA requires different information from Title | and Title 11 grantees on their monitoring of
subgrantees. Inthe FY 2002 Title | application, HRSA asked grantees to describe the
frequency of and protocols for Ste vigits, reporting, and corrective actions for both the program
and fiscd monitoring of their subgrantees. Inthe Title 11 gpplication, HRSA asked granteesto
describe the frequency of required fiscal reports and their contents, and the frequency of ste
vidts. Grantees were aso asked to provide information describing the process of initiating
corrective actions and addressing audit findings. Regarding their program monitoring, the
guidance asked grantees to “describe the State’ sterritory’ s requirements for reporting and
monitoring rates of utilization of funds by contractor/subcontractors, including how the
Staefteritory takes action if contractors or consortia are in noncompliance with programmeatic
and fisca reporting.”

Further, HRSA does not appear to use the information that Title | or Title Il grantees provide in
order to monitor grantees oversight of subgrantees. As detailed in the companion report,
Monitoring of Ryan White CARE Act Title | and Title Il Grantees, OEI-02-01-00640,
project officers report that they do not typicaly focus on grantees monitoring of subgrantees.
Thisis aso confirmed by the grantees that we interviewed. Further, one HRSA officia notes
that they do not see monitoring grantees oversight of their subgrantees as part of HRSA's
responsbility, and that relying on the Signed assurances from grantees is adequate.
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RECOMMENDATIONS

The findings are based on documents from 100 subgrantees from 20 grantees. These 20
grantees receive 38 percent of dl Title | funds and 41 percent of dl Titlell funds. The
incongstencies in monitoring that we found with the grantees reviewed suggest thet Title | and
Title Il grantees monitoring of subgrantees needs to be strengthened. We are aware that since
this ingpection was conducted, HRSA has consolidated its grants management offices,
relocated most Title 11 monitoring responsibilities from regiona offices to headquarters, and
redefined the Office of Field Operations as the Office of Performance Review. These changes
may better position the agency to address the following recommendations. Specifically, we
recommend that HRSA:

. Set gandards for grantees’ monitoring of subgrantees that, at a minimum, require a
contract or formal agreement, a program report, and afiscd report, and some
congderation of regular Stevidts

. Require grantees to report how they monitor their subgrantees in accordance with these
standards as part of every application

. Increase efforts to monitor grantees’ oversight of subgrantees, including using
information grantees report to HRSA regarding subgrantee activities

Agency Comments

We received comments on our draft report from HRSA. The full text of these comments can
be found in Attachment D. HRSA concurs with al but one of our recommendations, and adds
that Sgnificant adminigtrative changes have occurred since this ingpection was conducted.
These changes may better position the agency to address the grantee monitoring activities
discussed in this report.

HRSA did not fully concur with the origina OIG recommendation as it appeared in our draft
report and required grantees to report how they monitor their subgrantees as a part of every
annua application. Inits comments to the Ingoector Generd, HRSA reports that starting with
the fiscd year 2004 grant guidance, they will require Title I granteesto submit a
comprehensve gpplication every other year ingtead of annualy. As such, we have reworded
this recommendation to reflect this new policy, and now OIG recommends that HRSA require
grantees to report subgrantee monitoring informeation in every gpplication.
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HRSA/HAB ORGANIZATIONAL STRUCTURE

Grantee Monitoring of Subgrantees
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OIG Grants Oversight Framework

Requirements
. What performance and financia requirements have the Operating Divison devel oped
for the grantee?
. Do grantees receive the performance and financia requirements?
. Do grantees fully understand the performance and financia requirements?

. Are performance and financid reports received in atimely manner?

. Are performance and financia reports clearly presented and complete?

. Are audits completed in atimely fashion?

. Is the Operating Division sharing reports, as gppropriate, with the Department and

Office of Audit Services?
Reviews
. Has the Operating Divison designated responghilities for the grants management and
program officers?

. Are performance and financid reports reviewed in atimely fashion?

. Arethere criteriafor evauating performance and financia reports?
. How isinformation in performance and financid reports verified?

. Are ste vists conducted on schedule, with standard guidelines?
. What other contact/ communication is there between grantee and Operating Divison?

Enfor cement
. What enforcement authority does the Operating Divison have?
. Are there sandards for addressing identified problems?
. What actions has the Operating Division taken to address problems with grantees?
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Appendix C

Grantee Monitoring Documents Provided
for Sampled Subgrantees

X= Documents contained in the subgrantee file maintained by the grantee.

Subgrantee Program Report  Fiscal Report Contract/
Number Agreement
Grantee 1 1 X X X
2 X X X
3 X X X
4 X X X X
5 X X X X
Grantee 2 1 X
2 X
3 X
4 X
5 X X X
Grantee 3 1 X X X
2 X X X
3 X X X X
4 X X X X
5 X X X
Grantee 4 1 X X X
2 X X X
3 X X X
4 X X X
5 X X X
Grantee 5 1 X X X X
2 X X X X
3 X X X X
4 X X X
5 X X X X
Grantee 6 1 X X X
2 X X X
3 X X X
4 X X X
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Subgrantee Program Report  Fiscal Report Contract/

Number Agreement
Grantee 7 1 X X X
2 X X X
3 X X X
4 X X X
5 X X X
Grantee 8 1 X X X
2 X X
3 X X X
4 X X X
5 X X X
Grantee 9 1 X X
2 X X X
3 X X
4 X X
5 X X
Grantee 10 1 X X X
2 X X X
3 X X X
4 X X
5 X X X
Grantee 11 1 X X
2 X X X
3 X X X
4
5
Grantee 12 1 X X X
2 X X X
3 X X X
4 X X X
5 X X X
Grantee 13 1 X
2 X X
3 X X
4 X X X
5 X X
Grantee 14 1 X X
2 X X X
3 X X X
4 X X
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Subgrantee Program Report  Fiscal Report Contract/ Site Visit Report

Number Agreement
Grantee 15 1 X X X X
2 X X X X
3 X X X
4 X X X X
5 X
Grantee 16 1 X X X X
2 X X X
3 X X X X
4 X X X X
5 X X X X
Grantee 17 1 X X X X
2 X X X X
3 X X X X
4 X X X
5 X X X
Grantee 18 1 X X
2 X
3 X X X X
4 X X X X
5 X X X
Grantee 19 1 X X X X
2 X X X
3 X X
4 X X X
5 X X
Grantee 20 1 X X
2 X X
3 X X
4 X X X
5 X X
dS(L)J:Srrna;':teses that had these 77 80 86 58

Grantee Monitoring of Subgrantees 17 OEI-02-01-00641



Agency Comment

In this gppendix, we present the full text of comments from the Health Resources and Services
Adminigration (HRSA).
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Health Resources and Services Administration’s Comments on the Office of Inspector
General’s Working Draft Repoert: “The Ryan White Comprebensive
AIDS Resources Emergency (CARE] Act Title I and Title IT Grantees
Monitoring of Subgrantees” (OEI-02-01-00641)

Health Resources and Services Administraticn appreciates the opportunity to respond te
the above sibject draft repert. The HIV/AIDS Bureau's commments regarding the Office of
Inspector General findings and recomomendations are as follows:

01G Finding;:
0 Grantees’ Monitoring of Subgrantee is limited.

HRSA Response:

Granis awarded under Part A (Title I) and Part B (Title IT) of the Ryan White CARE Actare
awarded to the Chief Elected Otfficial (CEQ) of the jurisdiction. :

For Title T the CEO is nsually the Mayor of the jurisdiction with the greatest number of ADS
cases witkin the eligible metropolitan areas (EMA). In some cases the CEQ can also be the
County Executive, a Tudge ur ¢ County Commissioner. In the case of Titde II, the CEO is
usually a Govemnor,

In hoth cases the CEO signs an assurance with the application indicating that they will follow
Puklic Health Service (PHS) grant policies with regard to monitoring all subgrantees
awarded funds under the CARE Act. Morsover, we have asked grantees to pay special
attention o subgrantee momitoring. Application guidances for FY 2001, 2002, and 2003 for
hoth Title I and Title Il requested information regarding grantee monitoring processes. Tha
informarion is used by Project Officers for their monitoring activities. Actions to rectify
failure om the part of the grantee are restricted ro those in the PHS grant policizs.

In & review of the Title I programs for the 2002 A-133 zodit, of the citics assessed, this
DTOZTAM Was & major one in 5 of the 10 cities. Sub-recipient monitoring was an issue in only
2 (MN & CA) of those audits. Regarcing Title [I programs, in a review of the 2002 A-133
audits for the studied States, the programs ware a major program in 5 of the 10 States.
Sub-recipient monitoring was an issue in only 3 (GA, NM, CA) of those andits. In ore other
instance where this was not a major program, sub-rccipient monitoring was an issue.
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OIG Finding:
0 Nevertheless, grantees are aware of some subgrantee problems.
HRSA Hesponse:

As mdicated in the Office of Inspector General (OIG) Report, several of the sampled
grantees “have identifizd some problams that their subgrantees are facing.” As indicatad hy
the OIG report, grantees had comrestive action plans that addressed specific issucs for 19 of
100 selected subgrantess. This statement could be interpreted 1o reflect zrantees' opinions
that the majority of snbgrantees are indzed performing up to standard. The CIG report also
stated “despite identifying subgrantee issues, grantees smphasized that they do not have
serious concerns with their current subgrantzes.” Unless we are eble to identify the specific
grantec or grantees that made this statement, it is difficult for the Health Resources and
Services Adminisiration, HIV/AIDS Bureau, (HRSA/HAB) 1o take direct ection with amy
specific grantee. Nevertheless, during fiszal year 2003, HRSA erntracted with an
orgamizaticn to provide consultation to identify technical a3sistance necds for Title T and Title
I grantees under the Ryan White CARE Act so that they may better monitor their
subgrantees’ performance. The first phase of this effort bas beenrcompleted by the
contractor, and HRSA is currenily reviewing the contraciur’s recommendarions.

OIG Finding:

o HRSA doees not always require grantees to report how they monitor subgrantees,
and HRSA does systcmatically monitor grantee oversight of subgrantees

HRSA Response:

Within the application guidance for both Title I and Title II grantees, fiscal and program
monitoring requirements for subgrantees is fully described. [nformation on allowable
administrative and program costs, definitions of fundable services, and PHS budgetary
guidelines are also included. Additionally, the guidance requires grantees to fully describe:
processes for fiscal and programmatic monitorng of subgrantees. This includes procedurcs
for !dentifying subgrantes fiscal protlems, (such as improper use of funcs and hilling
procaduras) and entrective actions when required. To ensure that subgrantees are not
receiving payment for Medicaid reinbuwsable services, grautess must [ully Jdesaibe
procedures for Medicaid certification of subgrantees,

Grantees are monitored through phone calls on a monthly basis. During these calls grantees
are asked about program progress and edministrarive issues. Also included are discussions
about any administrative or fiscal problems that grentzes may be experieacing with sub-
grantess. Fiscal and monitoring procedures and controls are also reviewed on a periodic
basis.
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During site visits, program staff meet with the grantes to discuss administration and oversight

- of the crant.  Assessments are petformed on grantee administrative structores and procadures,
procurement processes, grantee fiseal and program monitoring procedures, fiscal and
budgetary controls, contractor Teporting requirements, and enforcement of legislative
reguircments. Grantess wre gquestioned aloat procedures for contractor reimburssment and
payments. Samples of subgrentee contractors are also reviewed.

In fiscal year 2004, for Title I Eligible Metropolitan Areas (EMA), HRSA/HARB revised its
supplemental application process by adding a section 1o the narrative gpplication on Grantee
Admunistration and Accountability. Ten points out of a maximum of seventy four poinis
were assigned to this narative response in the application review. In both the Title I and
Title II fiscal year 2004 puidance applications, granees wers also required to provide
additional information regarding the number of sites visits to subgrantzes for bath
programmatic and fiscal monitoring, and other related activities, The Division of Service
Systems, HIV/AIDS Bureau (DSS/HAB) will uze this information to ephance its monitoring
of grantees in during fiscal year 2004,

01 Recnmmendation:

D Setstandarde for grantees’ monitoring of suhgrantees that, at a minimum, require a
contract or formal agreement, a program report, and a fiseal report, and some
consideration of regular site visits.

HRSA Response:

HRSA concurs with this recommendation and plans to incorporate this requirement in its
Grantes. Performance Review Protocol and Guoidance to Grantees. HRSA will require that all
grantees have & file for inspection and a copy of the procurement document for review by
HRSA staff or other Federal oversight authorities, HRSA has taken additional appropriate
steps to commumicate to Title I and ‘Title 1T gramees the necessity of having, in additon to
contracts with its subgrantees, the most recont fiscnl report, progrem report, and sile visit
rzport for review dunng site visits.

In addition, in 2003, HRSA restructured its program and granis management functions to
make mure efficiznt use of ils organizational resvurces while improving the overall quality of
the services provided by itz grantees, Under the new structure, the Office of Performance

 Review (OPR) will serve as the agency's Tocal point for reviewing znd enhancing the
performance of HRS A-supparted programa within communitizs and States.

It is expectec that every HRSA grantee will be comprzhensively reviewed by a tzam of
experts from ane of OPR’s ten reginnal divisions. When an orgamization is funded by more
than oone HR3A graut, all of the HRSA funded programs within that organization will be
reviewad during rhe same review cyele. As corrently projected, OPR will be condocting
approximately 500 grantee performance reviews annually, The primary purpose of OPR
performance reviews is to analyze the key factors associated with the suseessful performance
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of HRSA programs and assist grantees in their efforts to perform successfully and achieve
the best possible results.

At the completion of the performance review, grantees can expect to receive a thorough,
comprehensive analysis in six essential performance areas (results and outcomes:
organizational structure and capacity; outreach and consumer satisfaction; business and
financial management, leadership and strategic planning; and partnerships). Grantccs will
also be provided with a report of key findings, including strengths and areas for
improvement, and a set of recommendations for performance enhancement: and receive
HRSA supported technical assistance, when necessary, to improve performance.

0OIG Recommendation:

0 Require grantees to report how they monitor their subgrantees in accordance with
these standards as a part of every annual application.

HRSA Response:
With regard to the Title I program HRSA concurs with this recommendation.

With regard to Title II program, HRSA cannot fully concur with the OIG recommendation
for the following reason. As a result of other adminismative actions steruning from a study
mandated by Congress in the reauthorized CARE Act of 2000 (PL 1-6-345), the program will
be moving to require a comprehensive application from Title II applicants every other year,
commencing with the fiscal year 2004 guidance. During the off year, HAB/DSS will seek
information from its grantees through the semi-annual progress report format.

HAB/DSS Project Officers will stress the importance of subgrantees accountability through
ongoing monitoring calls and site visits.
OIG Recommendation:

0 Increase efforts to monitor grantees® oversight of subgrantees, including vsing
information grantees report to HRSA regarding subgrantees activities.

HRSA Response:
As a result of a number of activities which have been described in this response to the OIG
report, *“The Ryan White CARE Act, Title I and Title IT, Grantees Monitoring of

Subgrantees” Code # OEI 00-01-00641, HHRSA believes that it is taking appropriate actions
to merease its efforts to monitor grantees oversight of subgrantees.”
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